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I.   Introduction  and  Summary 

In  many  respects,  the  bureaucracy  which  makes  up  Massachu- 
setts State  Government  is  antiquated,  inefficient,  unresponsive 
and  irresponsible,   A  comprehensive  overhauling  and  updating  of 
the  structure  of  the  State  Government  has  not  been  achieved  in 
over  fifty  years.   In  that  time,  the  bureaucracy  has  grown 
enormously  and  virtually  uncontrollably. 

The  principal  objectives  of  reorganization  of  State  Govern- 
ment are  to  restructure  and  consolidate  the  various  departments  and 
agencies  within  the  government  to  make  them  operate  more  effectively 
and  more  efficiently,  to  make  them  more  responsive  to  the  will  and 
the  needs  of  the  people  of  Massachusetts  and  to  make  them  less  costly 
to  operate. 

The  reorganization  effort  is  being  carried  out  in  two  phases. 
During  Phase  I,  now  nearing  completion,  the  Secretary  of  Consumer 
Affairs  has  made  an  exhaustive  in-depth  study  of  the  organization 
and  performance  of  the  Division  of  Registration,  the  Department  of 
Public  Utilities,  the  Insurance  and  Banking  Divisions,  the  State 
Racing  Commission,  the  Alcoholic  Beverages  Control  Commission,  the 
Consumers*  Council  and  all  other  agencies  within  his  Executive 
Office.   He  has  uncovered  and  documented  grave  deficiencies  in  the 
operations  of  many  of  the  agencies. 

Most  agencies  spend  an  inordinate  amount  of  time  upon  routine 
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paper  shuffling  operations  and  upon  rigid,  unimaginative  inspections 
and  auditing  procedures  which  rarely  result  in  anything  that  could 
be  classified  as  consumer  protection.   Some  agencies  created 
originally  to  serve  the  needs  of  the  consumers  of  Massachusetts 
actually  operate  now  against  consumer  interests.   These  deficiencies 
in  the  operation  of  the  consumer  protection  agencies  can  be  corrected 
only  if  bold,  imaginative  changes  are  made  in  the  structure  and  role 
of  these  agencies  and  the  manner  in  which  they  operate. 

The  Secretary  has  developed  a  Reorganization  Plan  for  the 
consumer  protection  agencies  which,  if  enacted  into  law  by  the  State 
Legislature,  will  accomplish  the  objectives  specified  above.   Phase  II 
of  the  reorganization  program  will  include  a  concentrated  effort  to 
persuade  the  Legislature  to  accept  the  Reorganization  Plan  and  its 
benefits. 

What  are  the  benefits?  They  become  readily  apparent  when 
one  considers  the  following  facts: 

-  At  present,  there  are  over  40  agencies  within  the  Executive 
Office  of  Consumer  Affairs.   The  result  is  enormous  f ractionalization 
of  subject  matter,  constant  duplication  of  effort,  inconsistent  action 
and  an  inability  to  control  the  operation  of  the  agencies  in  any 
meaningful  way.   (See  Appendix  A  for  an  organizational  chart  of  the 
Executive  Office  of  Consumer  Affairs  as  of  January  1,  1973). 

The  reorganization  will  abolish  the  Executive  Office  of 
Consumer  Affairs  and  streamline  and  consolidate  the  more  than 
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40  agencies  within  it  into  a  single  Department  of  Consumer  Affairs 
consisting  of  only  10  agencies.   These  10  agencies  will  include 
6  major  Offices  of  Administration,  an  Administrative  Court,  the 
Consumers'  Council,  the  Community  Antenna  Television  Commission 
and  the  Board  of  BanX  Incorporation.   The  reorganization  will 
abolish  34  agencies  now  existing  within  the  Executive  Office. 
(See  Appendix  B  for  an  organization  chart  of  the  Department  of 
Consumer  Affairs  giving  effect  to  the  Reorganization  Plan  and  see 
Appendix  C  for  titles  of  abolished  agencies). 

-  At  present,  there  is  no  single  person  with  authority  and 
responsibility  for  controlling  the  performance  of  the  agencies 
and  for  determining  what  the  Commonwealth's  consumer  protection 
policy  is  to  be  at  any  one  time.   The  Secretary  does  not  have  that 
statutory  power  now.   The  result  is  a  crazy  quilt  of  policies  and 
programs  of  varying  calibre  and  consistency,  and  no  one  person 
can  be  held  accountable  for  the  deficiencies. 

Upon  reorganization,  the  Secretary  of  Consumer  Affairs  will 
be  charged  with  the  responsibility  for  supervising  and  directing 
the  activities  of  all  agencies  within  his  Department.   He  will  be 
the  one  visible  official  responsible  for  overall  consumer  affairs 
policy  and  the  performance  of  the  Consumer  Affairs  agencies.   Thus, 
it  will  be  clear  at  any  given  moment  precisely  what  the  Commonwealth's 
consumer  protection  policy  is,  what  the  priorities  are,  and  how  well 
the  Legislature's  mandates  are  being  carried  out.   There  will  be  at 
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all  times  one  responsible  official  atop  a  clearly  defined  chain 
of  command  whose  policies  and  programs  either  will  or  will  not  with- 
stand public  scrutiny  and  analysis.   If  the  official  fails  to  do  the 
job,  his  failure  will  be  visible  to  all  and  he  will  be  held  accountable. 


-  At  present,  the  costs  of  operating  the  agencies  within  the 
Executive  Office  of  Consumer  Affairs  are  continuing  to  increase  at 
an  accelerating  pace. 

The  reorganization  will  halt  and  reverse  this  discouraging 
inflationary  trend  as  follows: 

The  actual  total  appropriation  to  operate  the  Consumer  Affairs 
agencies  during  the  last  three  fiscal  years  together  with  the  pro- 
jected appropriation  for  next  fiscal  year  are  shown  in  Appendix  D. 
In  the  absence  of  reorganization,  the  appropriation  will  rise  from 
approximately  $12.9  million  in  fiscal  year  1973  to  approximately 
$14  million  in  fiscal  year  1974.   If  the  Reorganization  Plan  is  im- 
plemented, the  appropriation  for  the  Consumer  Affairs  agencies  will 
decrease  from  the  $14  million  level  projected  for  fiscal  year  1974 
to  $11.9  million,  a  decrease  of  $2.1  million  or  15%  (See  Appendix  D). 

To  view  the  cost  savings  from  another  perspective,  the  rate 
of  increase  in  the  annual  appropriations  for  operating  the  Consumer 
Affairs  agencies  has  been  between  6%  and  8%  in  the  last  two  fiscal 
years.   Without  reorganization,  that  rate  of  increase  can  be  expected 
to  rise  to  approximately  9%.   However,  if  the  Reorganization  Plan 
becomes  a  reality,  the  appropriation  for  fiscal  year  197  4  will  decrease 
10%  from  the  appropriation  for  fiscal  year  1973  (See  Appendix  E). 
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Approxiraately  85%  of  the  operating  costs  of  the  Consumer 
Affairs  agencies  are  personnel  payroll  costs.   The  Reorganization 
Plan  calls  for  a  reduction  in  personnel  employed  within  the  Consumer 
Affairs  agencies  from  approximately  1,275  in  fiscal  year  1973  to 
approximately  910  in  fiscal  year  1974,  a  reduction  of  approximately 
365  employees  or  29%.   The  projected  savings  in  personnel  costs  alone 
amount  to  approximately  $1.8  million. 

The  insurance,  banking,  utility  and  other  companies  regulated 
by  the  Commonwealth  do  not  pay  to  the  Commonwealth  sufficient  fees 
to  cover  the  costs  of  regulation.   In  fiscal  years  1972  and  197  3, 
the  costs  of  operating  the  regulatory  agencies  which  will  fall  within 
the  Department  of  Consumer  Affairs  after  reorganization  had  to  be 
covered  by  Massachusetts  taxpayers  to  the  extent  of  approximately 
$4,600,000.   The  Reorganization  Plan  calls  for  restructuring  fee 
schedules  to  require  the  regulated  companies  to  bear  most  of  the 
Commonwealth's  costs  of  regulating  them.   The  $4,600,000  which  the 
taxpayers  were  asked  to  pay  in  1972  and  1973  will  be  reduced  to  only 
$300,000  in  fiscal  year  1974  (See  Appendix  F). 

Total  savings  achieved  as  a  consequence  of  reorganization 
will  be  approximately  $4.3  million,  the  difference  between  actual 
net  cost  of  operating  the  Consumer  Affairs  agencies  in  fiscal  year 
1973  and  the  anticipated  net  cost  of  operating  the  agencies  on  a 
reorganized  basis  in  fiscal  year  1974. 

-  At  present,  the  regulatory  agencies  have  a  serious  confusion 
of  roles.   At  times,  they  are  expected  to  be  advocates.   At  other 
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times,  they  are  expected  to  be  neutral  judges.   Occasionally,  they 
are  expected  to  do  both  simultaneously. 

The  reorganization  will  set  up  a  new  Administrative  Court 
which  will  relieve  the  agencies  of  the  burden  of  being  judges  as  well 
as  advocates  in  proceedings  which  have  major  impact  upon  consumers. 
The  agencies  will  be  able  for  the  first  time  to  concentrate  all  of 
their  efforts  and  resources  on  protecting  the  interests  of  consumers. 

-  At  present,  the  prices  of  telephone,  electric  and  gas 
service  as  well  as  the  prices  of  milk  and  alcoholic  beverages 
purchased  by  Massachusetts  consumers  are  high  compared  to  the  prices 
of  similar  services  and  commodities  in  other  states. 

Reorganization  can  be  expected  to  produce  a  favorable  impact 
upon  these  prices  although  the  actual  amount  of  savings  to  the 
consumer  from  this  source  is  not  calculable  at  this  time.   However, 
if  one  assumes  that  a  family  of  five  consumes  one  gallon  of  milk 
costing  $1.30per  day  and  that  abolition  of  the  Division  of  Milk 
Control  will  result  in  a  25%  reduction  in  the  retail  price  of  milk  - 
(see  page  30),  that  family's  annual  savings  in  the  cost  of  milk  will 
be  $118.63.   As  another  example,  the  Reorganization  Plan  places  the 
consumers  who  pay  utility  rates  and  insurance  rates  on  an  equal 
footing  for  the  first  time  with  the  Telephone  Company  and  the  large 
insurance  companies  in  rate  setting  proceedings.   Historically,  the 
large  companies  with  their  high  priced  and  talented  lawyers, 
accountants  and  rate  experts  and  their  vast  resources  have  been  able 
simply  to  overwhelm  the  state's  regulatory  agencies  and  the  relatively 


-7- 
weak  consumer  groups  who  opposed  them  in  their  quest  for  higher  rates. 
A  combination  of  the  new  Administrative  Court  and  reallocation  of  the 
resources  and  upgrading  of  the  capabilities  of  the  present  Departments 
of  Public  Utilities  and  Insurance  will  give  Massachusetts  consumers  far 
better  representation  of  their  interests  in  rate  setting  proceedings 
and  hence  more  influence  upon  the  rates  themselves. 

In  summary/  acceptance  of  the  Secretary's  Reorganization 

Plan  by  the  Legislature  will  bring  to  the  people  of  Massachusetts 

a  higher  quality  of  regulation  of  utility  companies,  insurance 

companies,  banking  institutions  and  the  various  professions  licensed 

by  the  Commonwealth.   It  will  result  in  the  provision  of  services 

to  people  by  their  government  in  a  more  effective,  more  efficient, 

and  more  responsible  manner.   It  will  achieve  significant  savings 

in  the  costs  of  operating  the  Consumer  Affairs  agencies  and  it  will 

produce  additional  incalculable  savings  to  consumers  by  holding  down 

prices  for  utility  service  and  certain  consumer  products.   The  simple, 

dramatic  tru^h  concerning  the  benefits  of  reorganization  of  the 

Executive  Office  of  Consumer  Affairs  can  be  stated  concisely: 

Better  regulation  and  more  effective  delivery  of 
governmental  services  will  be  provided  during 
1973-1974  at  a  net  cost  to  Massachusetts  taxpayers 
which  is  $4.3  million  less  than  it  actually  cost 
for  inferior  regulation  and  services  in  1972-1973 » 

The  specific  features  of  the  Reorganization  Plan  are 
described  below. 

II .   Administrative  Court 

A  new,  separate  agency  to  serve  as  an  Administrative  Court 
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will  be  created.   The  Court  will  not  be  part  of  the  constitutional 
court  system;  it  will  be  an  independent  tribunal  not  subject  to  the 
dictates  of  the  Governor,  Legislature  or  Secretary  of  Consumer  Affairs. 
Its  purpose  will  be  to  relieve  the  regulatory  agencies  of  most  of 
the  burden  of  being  judges  as  well  as  advocates — mutually  incon- 
sistent responsibilities  which  they  do  not  and  cannot  perform 
effectively.   For  example,  in  dealing  with  the  proposed  telephone 
rate  increase,  the  Department  of  Public  Utilities  is  expected  now 
to  be  an  advocate  for  consumers  in  opposing  the  increase,  and  at  the 
same  time  it  is  required  to  decide  the  case  objectively  on  the  merits. 

The  Court  will  consist  of  two  magistrates  appointed  by  the 
Governor  and  confirmed  by  the  Executive  Council  for  a  term  of  seven 
years — long  enough  to  insulate  them  from  ordinary  political  pressures. 
The  magistrates  will  be  lawyers  experienced  in  the  regulatory  process. 
Their  terms  will  be  staggered  to  reduce  the  possibility  that  a  single 
Governor  will  name  both  of  them.   As  with  conventional  judges,  the 
magistrates  will  be  removable  for  cause.   Each  case  coming  before 
the  new  Court  will  be  heard  and  decided  by  a  single  magistrate  as 
is  the  practice  in  the  Superior  Court. 

The  Administrative  Court  will  have  original  jurisdiction 
only;  in  other  words,  the  Court  will  function  exclusively  as  a 
trial  court  upon  selected  administrative  cases  in  which  there  is  a 
high  degree  of  conflict  between  the  advocacy  and  adjudicatory  roles 
of  a  regulatory  agency.   This  includes  all  proceedings  in  which  the 
agency  has  a  decision-making  role  and,  by  the  nature  of  the  proceeding. 
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has  also  developed  a  strong  adversary  position  before  the  proceeding 
takes  place.   There  are  two  main  types  of  such  proceedings:  1)  rate 
cases,  and  2)  administrative  disciplinary  actions  initiated  by  the 
agency. 

Rate  cases  are  included  in  the  jurisdiction  of  the  Court 
because  their  importance  and  visibility  force  a  regulating  agency 
to  develop  an  adversary  position  in  opposition  to  the  requested 
increase.   Administrative  disciplinary  proceedings  are  also  included 
because  they  are  initiated  by  an  agency  which  has  already  formulated 
a  position  adversary  to  the  party  to  be  disciplined,  based  usually  on 
an  independent  investigation.   The  most  frequent  types  of  such  pro- 
ceedings are  license  suspension,  revocation  and  non-renewal  pro- 
ceedings. 

The  specific  statutory  functions  of  Consumer  Affairs  agencies 
which  will  be  transferred  to  the  original  jurisdiction  of  the 
Administrative  Court  are  contained  in  Appendix  G  and  its  presently 
anticipated  annual  business  is  outlined  in  Appendix  H. 

Decisions  of  the  Administrative  Court  will  be  appealable 
directly  to   the  Supreme  Judicial  Court.   In  the  past,  companies 
taking  appeals  to  the  Supreme  Judicial  Court  from  decisions  of  the 
regulatory  agencies  have  been  generally  successful  in  overturning 
the  agencies*  decisions.   The  procedures  and  expertise  of  the 
Administrative  Court  will  make  its  decisions  less  susceptible  to 
reversal  on  an  appeal  by  a  regulated  company.   Thus,  the  Adminis- 
trative Court  will  provide  a  greater  degree  of  finality  to  the 
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regulatory  process.   The  budget  of  the  Administrative  Court  will 
be  $133,500,  a  relatively  modest  amount  compared  with  the  costs 
of  operating  the  constitutional  courts. 

In  summary,  the  Administrative  Court  will  produce  higher 
quality  decisions  in  matters  such  as  large  utility  and  insurance 
rate  cases  and  disciplinary  proceedings  since  the  decision -making 
process  will  no  longer  be  subject  to  the  type  of  political  and 
public  relations  influences   which  are  brought  to  bear  upon  the 
present  regulatory  process.   The  r egulatory  agencies  will  then  be 
able  to  concentrate  upon  their  traditional  rule-making,  inspectional, 
investigative,  complaint  resolving,  and  advocacy  roles.   Since  they 
will  no  longer  be  required  to  decide  ultimately  a  given  rate  case 
on  its  merits,  the  regulatory  agencies  can  go  all  out  to  make  the 
best  possible  case  before  the  Administrative  Court  on  behalf  of  the 
public. 

III.   Registration  and  Licensing  Administration 

At  the  turn  Of  the  century  Massachusetts  regulated  two 
professions:  Law  and  Medicine.   Today  the  Commonwealth  regulates  27 
professions  and  occupations  under  the  Division  of  Registration  (See 
Appendix  I).   This  epidemic  of  professional  regulation  over  the 
past  70  years  has,  in  large  part,  been  unplanned,  ill-conceived 
and  inconsistent. 

The  Division  of  Registration  is  now  made  up  of  two  corapo- 
nents:   The  Director  and  his  staff  and  the  27  independent  Boards 
of  Registration.   The  Director  is  not  a  high  level  administrator; 
he  has  no  authority  to  supervise  the  substantive  aspects  of  the 
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Division's  regulatory  activities  (e.g.,  whether  an  applicant  should 
be  allowed  to  take  an  exam,  or  be  licensed,  or  whether  a  licensee 
should  lose  his  license)  and  his  staff  is  almost  exclusively 
clerical  in  nature.   The  power  of  the  Division  is  diffused  among 
the  27  separate  boards.   Thus,  the  Director  of  the  Division  can  be 
characterized  as  a  powerless  lord  trying  desperately  but  unsuccess- 
fully to  rule  the  27  fiefdoms  in  his  kingdom. 

The  27  Boards  of  Registration  are  comprised  of  some  16  5 
members.   Except  for  the  Barbers  and  Hairdressers  Board,  the 
members  are  part-time  and  receive  minimal  remuneration,  usually  a 
per  diem  fee.   All  board  members  are  appointed  by  the  Governor  for 
set  terms. 

The  staffing  for  the  boards  is  haphazard,  ranging  from  the 
Real  Estate  Board  with  31  employees,  including  a  full-time  executive 
secretary,  14  full-time  investigators  and  a  part-time  attorney,  to 
the  Optometry  Board  with  a  part-time  clerk.   Some  employees  are  civil 
service  and  are  assigned  to  boards  by  the  Director,  while  others  are 
exempt  from  civil  service  by  statute  and  responsible  to  the  boards 
themselves.   These  great  variances  in  staffing  patterns  are  illogical 
and  they  have  placed  the  board  system  at  a  great  disadvantage  in 
trying  to  function  effectively.   However,  even  if  these  staffing 
obstacles  were  to  disappear,  the  present  board  system  would  still 
be  plagued  with  four  fatal  defects: 

First,  159  of  the  165  board  members  are  part  time.   They 
are  part  time  because  the  cost  of  paying  them  on  a  full-time  basis 
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is  prohibitive  and  because  it  is  doubtful  that  professionals  such 
as  dentists,  architects  and  accountants  could  be  induced  to  abandon 
their  careers  and  become  full-time  regulators.   As  long  as  the 
independent  board  system  exists,  its  members  will  most  likely  be 
part-time  workers.   What  are  the  consequences  of  depending  on 
"part  time  regulatory  agencies?"   In  many  cases,  boards  take  months 
to  complete  tasks  that  should  be  handled  promptly.   For  example, 
consumer  complaints  against  a  member  of  a  regulated  profession 
often  are  not  resolved  expeditiously.   The  complaint  process  has 
become  virtually  useless  because  the  consumer  is  not  satisfied  and 
the  offending  professional  is  not  disciplined.   Even  the  most  able 
and  well-qualified  boards  do  not  function  effectively  on  a  one  or 
two  day  a  month  basis.   Many  matters  cannot  wait  for  30  days  until  a 
board  meets  again  or  can't  be  taken  care  of  in  a  three-hour  board 
meeting.   This  is  particularly  true  considering  the  amount  of  routine 
paperwork  that  must  be  done  at  each  monthly  board  meeting.   Regulation 
requires  full-time  attention  and  effort;  to  be  effective,  it  must 
be  a  continuous  process. 

A  second  major  shortcoming  in  the  present  system  is  that 
board  members  are  not  trained  as  regulators.   Most  of  them  do  not 
know  very  much  about  rules  and  regulations,  administrative  hearings 
or  due  process.   They  are  chiropractors,  not  judges;  drinking  water 
treatment  experts,  not  legislative  draftsmen.   At  best,  this  means 
that  the  boards  operate  in  a  sloppy,  imprecise  manner.   At  worst, 
this  means  they  operate  illegally,  such  as  in  the  case  of  the  Health 
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Officers  Board  which,  during  its  two-year  existence,  has  refused 
licenses  and  has  held  hearings  despite  its  failure  to  promulgate 
any  rules  and  regulations  1 

Thirdly,  the  board  members  are  not  administrators.   They 
supervise  the  spending  of  hundreds  of  thousands  of  dollars  but, 
in  most  cases,  Know  nothing  about  the  state  budget  system.   They 
oversee  a  large  number  of  employees  but  are  unfamiliar  with  state 
personnel  and  civil  service  laws.   Nor  can  they  be  expected  to 
learn  much  about  these  complicated  areas  as  long  as  they  are  part- 
time  workers  who  receive  little  or  no  compensation  and  have  no 
one  to  teach  them. 

Finally,  as  provided  by  existing  statutes,  approximately 
80%  of  the  board  members  are  actually  licensed  members  of  the  pro- 
fessions and  occupations  which  they  are  supposed  to  regulate.   (This 
situation  has  been  described  as  analogous  to  "putting  the  fox  in  the 
chicken  coop").   As  the  regulators  actually  represent  the  professions 
and  occupations  which  they  regulate,  they  are  in  effect  "captives" 
of  those  professions  and  occupations.   In  most  instances,  this  cap- 
tivity is  not  premeditated.   Most  board  members  are  dedicated  and 
honest,  but  they  simply  cannot  be  plumbers  99%  of  the  time  and  then 
completely  disassociate  themselves  from  their  experiences  as  plumbers 
that  remaining  1%  of  the  time.   Asking  a  plumber  or  dentist  to 
regulate  his  peers — his  friends — himself  is  asking  too  much.   It 
is  unrealistic  to  expect  a  doctor  to  impose  periodic  testing  on  him- 
self.  It  is  folly  to  expect  that  an  electrician  will  not  be  defen- 
sive when  a  consumer  complains  about  poor  service  by  a  fellow  licensee 
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Board  members  are  naturally  as  concerned  with  their  professional 
images  as  with  their  professional  ethics.   They  are  interested  in 
insuring  that  customers  pay  their  bills  as  much  as  insuring  that 
high-quality  professional  services  are  rendered.   The  problems  inherent 
in  having  professionals  regulate  themselves  have  been  widely  dis- 
cussed.  The  Legislature  recognized  and  addressed  the  problem  in  1971 
when  it  passed  a  law  requiring  at  least  one  member  of  the  public  on 
each  board.   This  measure  was  a  token  beginning  to  a  solution  of  the 
problem,   A  complete  solution  is  provided  by  the  Reorganization  Plan. 

In  summary,  the  Boards  of  Registration  have  failed  to  perform 
their  chief  responsibility:   protection  of  the  consuming  public  of 
Massachusetts  through  responsible  regulation  of  their  respective 
professions. 

In  order  to  cure  the  ills  detailed  above  and  to  provide 
responsible,  effective  regulation  of  trades  and  professions,  most 
of  the  individual  boards  will  be  abolished  and  a  centralized,  full- 
time  professional  Registration  and  Licensing  Administration  will  be 
established.   The  Administrator  will  be  appointed  by  the  Secretary 
with  the  approval  of  the  Governor, 

The  Administrator  and  his  staff  will  be  responsible 
for  the  overall  supervision  of  the  Administration,  for  major  policy 
decisions,  for  developing  relationships  with  other  agencies  and  with 
the  Governor's  Office,  and  for  planning,  evaluation  and  statistical 
research.   He  will  be  accountable  directly  to  the  Secretary. 

The  three  divisions  within  the  Registration  and  Licensing 
Administration  will  be  Examinations  and  Licensing,  Investigation 
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and  Complaints,  and  Legal. 

The  Examining  and  Licensing  Division  will  standardize  and  cen- 
tralize the  examining  and  licensing  functions  currently  performed 
by  27  individual  bureaucracies.   All  applications  for  licenses  will 
be  made  on  standard  forms  and  will  be  analyzed  and  processed  by 
the  Division  in  accordance  with  statutory  requirements.   Those  who 
qualify  will  take  an  exam  developed  and  corrected  by  experts  (either 
national  exams  or  exams  prepared  by  expert  consultants).   Those 
passing  their  exams  will  receive  a  standard  license  certificate  and 
will  be  informed  of  relevant  statutes  and  regulations  to  which  they 
must  adhere.   Appeals  at  either  the  application,  examination  or 
licensing  stage  will  be  heard  by  the  Administrator  or  his  hearing 
officer  with  further  appeals,  in  turn,  going  to  the  Superior  Court. 
License  revocation  and  suspension  proceedings  will  be  initiated  by 
the  Administrator  and  heard  by  the  Administrative  Court.   In  such 
proceedings,  the  Division,  represented  by  the  Legal  Division,  will 
act  as  the  advocate  for  such  revocation  or  suspension.   The  same 
process  will  be  used  when  the  Division  decides  not  to  renew  a 
license. 

The  Division  of  Investigation  and  Complaints  will  handle  all 
complaints  regarding  professions  and  trades.   They  will  be  received 
by  complaint  specialists  who  have  completed  an  intensive  orienta- 
tion and  training  program.   The  complaint  specialists  will  answer 
simple  questions  and  complaints,  direct  complainants  to  other  agencies 
where  appropriate,  and  refer  more  complicated  complaints  to  the 
investigators.   In  addition,  they  will  compile  much  needed  statis- 
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tical  data. 

The  investigators  will  receive  complaints  from  the  specialists, 
investigate  them  and  write  up  standard  reports.   If  a  complaint  turns 
out  to  be  groundless  or  n on -actionable,  the  complainant  will  be  so 
notified  and  the  matter  ended.   If  the  complaint  is  actionable,  it 
will  be  referred  to  the  Legal  Division  for  the  preparation  of  an 
Administrative  Court  proceeding  or  other  appropriate  legal  action. 

In  contrast  to  this  new  complaint  process,  the  boards  pre- 
sently have  no  procedures  for  receiving  or  responding  to  consumer 
complaints.   Relatively  few  citizens  know  of  the  existence  of  the 
boards,  but  even  when  a  complaint  does  find  its  way  to  one  of  the 
boards,  it  is  usually  received  by  a  junior  clerk  typist.   Complaint 
forms  are  not  utilized  and  in  no  case  are  complaints  tabulated  or 
analyzed.   The  complaints  are  haphazardly  passed  on  to  investigators 
where  investigators  exist,  or  else  to  board  members  themselves.   Those 
who  investigate  the  complaints  are  rarely  well  trained  or  supervised. 

The  new  system  will  lend  expertise  and  supervision  to  one  of 
the  chief  functions  of  any  state  regulatory  agency:  responding  to 
and  assisting  the  publico   Further,  the  structure  of  the  new 
Administration  will  enable  initiation  of  investigations  and  develop- 
ment of  a  routine  inspection  system.   At  present,  the  boards  simply 
react  to  crises;  the  reorganized  Registration  and  Licensing  Adminis- 
tration will  be  able  to  prevent  consumer  problems  from  rising. 

The  Legal  Division  will  consist  of  a  general  counsel  and 
assistants  to  handle  routine  legal  work  such  as  drafting,  research, 
analysis,  counseling  and  legislation  and  to  represent  the  Adminis- 
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tration  before  the  Administrative  Court.   The  present  Registration 
Division  totally  lacks  staff  legal  assistance. 

It  is  crucial  that  the  Commonwealth  continue  to  utilize  the 
expertise  of  members  of  the  regulated  professions.   Therefore,  the 
Registration  and  Licensing  Administration  will  be  assisted  by  ad- 
visory boards  (one  for  each  regulated  profession)  appointed  by  the 
Governor.   The  boards  will  make  recommendations  during  the  initial 
consideration  of  rules  and  regulations  and  will  thereafter  submit 
annual  reports  regarding  developments  in  their  respective  professions 
together  with  suggested  amendments  to  statutes,  rules  and  regulations. 
The  three  members  of  each  board  will  be  unpaid  and  will  receive  no 
expenses.   By  statute,  they  will  be  entitled  to  meet  with  the 
Administrator  annually,  but  none  of  their  recommendations  will  be 
binding.   Essentially,  they  will  insure  good  communications  between 
the  Registration  and  Licensing  Administration  and  the  professions  it 
regulates. 

Finally,  the  disposition  of  certain  boards  requires  special 
comment.   Since  they  exercise  a  profound  influence  on  the  cost  and 
quality  of  health  care,  the  functions  of  the  Boards  of  Registration 
of  Physicians,  Nurses,  Nursing  Home  Administrators,  Pharmacists, 
Dentists,  and  Psychologists  will  be  transferred  to  the  Department 
of  Human  Services  and  consolidated  with  regulatory  activities 
presently  conducted  within  that  Department. 

Employment  Agencies  and  Gas  Fitters,  now  regulated  by  the 
Departments  of  Labor  and  Industries  and  Public  Utilities  respectively, 


-18- 
will  be  added  to  the  list  of  occupations  and  professions  which  remain 
under  the  regulation  of  the  Registration  and  Licensing  Administration, 
Upon  the  abolition  of  the  Board  of  Registration  of  Health  Officers 
and  Board  of  Registration  of  Landscape  Architects,  regulation  of 
those  professions  will  be  discontinued.   There  is  no  justifiable 
public  interest  in  regulating  them  because  their  sole  function  is  to 
prohibit  non-registered  persons  from  using  those  titles,  not  to 
exclude  non -qualified  persons  from  practicing  those  professions. 


IV.   Public  Utilities  Administration 

The  present  Department  of  Public  Utilities  is  responsible  for 
regulating  each  of  the  Commonwealth's  gas,  electric,  water,  telephone, 
telegraph,  and  transportation  utility  companies.   The  Department  has 
been  criticized  in  the  past  for  being  oriented  toward  protecting  the 
interests  of  utility  companies  to  the  detriment  of  the  interests  of 
the  consuming  public.   It  has  been  cited  as  an  example  of  a  regu- 
latory agency  which  became  a  captive  of  the  industries  which  it  is 
supposed  to  regulate.   Rather  than  attempting  to  assess  the  accuracy 
of  such  subjective  judgements,  the  Reorganization  Plan  transforms 
the  new  Public  Utilities  Administration  into  a  full  fledged  consumer 
agency,  an  advocate  representing  the  interests  of  Massachusetts 
consumers  in  proceedings  before  the  new  Administrative  Court.   As 
previously  indicated,  it  is  not  possible  for  the  Department  to  carry 
out  successfully  the  mutually  inconsistent  roles  which  have  been 
thrust  upon  it  -  the  roles  of  impartial  judge  and  advocate  for  the 
consumer  interest  in  regulatory  proceedings.   The  Reorganization  Plan 
recognizes  this  deficiency  in  the  regulatory  process  and  solves  it 
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by  separating  the  functions  between  the  Public  Utilities  Adminis- 
tration and  the  Administrative  Court. 

The  Department's  record  in  connection  with  appeals  of  its 
orders  to  the  Supreme  Judicial  Court  by  the  utility  companies  is 
dismal.   Its  decisions  are  overruled  consistently  as  a  result  of 
the  Department's  inability  to  base  its  decisions  on  sufficient  com- 
petent evidence,  a  failure  in  turn  based  largely  upon  the  conflicting 
roles  it  is  expected  to  perform.   Therefore,  the  public  has  become 
convinced  that  the  large  utility  companies  always  get  what  they 
want  eventually. 

The  Department  presently  is  organized  under  Chapter  2  5  of 
the  General  Laws  which  establishes  a  part-time  seven-member  Public 
Utilities  Commission  designed  to  serve  as  both  an  administrative 
and  policy-making  body  for  the  Department.   The  Department,  in  turn, 
is  supposed  to  operate  as  a  resource  staff  to  provide  expertise  for 
the  Commission  and  to  enforce  the  Commission's  regulations  and  de- 
cisions.  The  various  divisions  which  make  up  the  Department  are 
organized  either  by  function  (administration,  accounting,  engineering, 
rates  and  research)  or  by  type  of  utility  regulated  (railway  and  bus, 
commercial  motor  vehicle,  telephone,  gas  fitters). 

Effective  regulation  of  public  utilities  must  include  close 
scrutiny  of  the  following: 
Rates 

The  regulatory  agency  must  insure  that  rates  filed  by 
utility  companies  are  properly  related  to  legitimate 
costs,  equitably  apportioned  among  customers,  logically 
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categorized  and  clearly  defined.   Furfcher,  it  must 
insure  that  each  company  adheres  to  its  filed  schedule 
of  rates. 

Quality  of  Service 

Utility  service  must  be  monitored,  evaluated  and  im- 
proved where  unsatisfactory.   Causes,  not  symptoms, 
of  service  complaints  must  receive  expert  attention. 
Guidelines  for  customer  information  and  standards  for 
basic  service  must  be  imposed  on  each  utility. 

Fiscal  Activities 

A  utility's  investment  and  other  capital  generating 
activities  must  be  reviewed  for  soundness  and  per- 
formance.  Long  and  short  term  income  must  be  planned 
to  coordinate  with  projected  expenses  for  the  companies 
(e.g.  equipment  outlays  and  major  service  revisions). 
Basic  fiscal  policies  must  be  examined  through  analysis 
of  annual  returns. 

Planning 

Effective  performance  in  the  above  three  categories  is 
predicated  on  a  sustained  effort  to  anticipate  future 
needs  and  problems. 


Safety 


The  regulatory  agency  must  insure  that  utility  services 
are  generated  and  transmitted  in  a  manner  which  assures 
the  safety  of  company  employees  and  the  general  public. 
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Measured  against  these  criteria,  the  regulatory  record 
of  the  present  Department  of  Public  Utilities  has  been  unsatisfactory. 
Many  of  the  Department's  functions,  such  as  regulation  of  service 
quality,  planning  and  regulation  of  fiscal  activities,  and  audits 
of  utility  plants,  are  not  being  performed  on  any  regular  basis. 
Others  are  being  performed  inadequately.   The  Department  is  under- 
staffed and  lacks  in-depth  expertise.   Furthermore,  the  Department's 
structure  is  its  own  worst  enemy. 

First,  as  indicated, the  Department  is  divided  into  Divisions 
by  function  in  some  cases  and  by  regulated  utility  in  others,  with- 
out any  apparent  rationale.   This  chaotic  structure  causes  some 
functions  to  be  duplicated  and  others  to  be  totally  omitted. 

Second,  the  Department  is  responsible  for  regulating  both 
the  basic  utilities  (telephone,  telegraph,  water,  electric  and  gas) 
as  well  as  the  transportation  utilities.   This  prevents  the  Depart- 
ment from  focusing  its  attention  and  energies  on  effective  regulation 
of  the  basic  utilities. 

Third,  the  seven-member  Commission  is  basically  a  useless 
appendage.   The  Commissioners  work  part-time  and  have  no  specific 
line  of  duties.   It  is  the  overburdened  Chairman  who  must  write  and 
edit  orders,  supervise  the  day-to-day  activities  of  the  Department, 
prepare  and  deliver  testimony  on  legislation  and  meet  with  the  public, 
company  representatives  and  government  officials. 

Finally,  the  Department  is  expected  to  be  both  advocate  and 
judge  in  rate  cases  and  other  adjudicatory  hearings. 
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Reorganization  of  the  Department  into  a  Public  Utilities 
Administration  and  assumption  of  its  major  adjudicatory  responsibilities 
by  the  Administrative  Court  will  correct  these  defects.   The 
Commission  will  be  abolished  and  replaced  by  a  single  full-time 
Administrator.   The  professional  staff  of  the  Administration  will 
be  strengthened.   The  Administrator  and  staff  will  be  able  for  the 
first  time  to  place  consumers  on  a  competitive  par  with  the  large 
utility  companies  in  proceedings  before  the  new  Administrative 
Court  by  representing  their  interests  effectively.   The  Transportation 
Division  will  be  transferred  to  the  Executive  Office  of  Transportation 
and  Construction  and  some  of  its  activities  will  be  abolished  while 
the  Administration  concentrates  its  resources  on  regulating  the 
basic  utilities. 

The  public  is  demanding  effective  regulation  of  utility 
companies.  Adoption  of  the  Reorganization  Plan  will  accomplish 
that  objective. 

V.  Department  of  Banking  and  Insurance 

The  Department  of  Banking  and  Insurance  consists  of  the 
Division  of  Banks  and  Loan  Agencies,  the  Division  of  Insurance  and 
the  Division  of  Savings  Bank  Life  Insurance.   These  Divisions  have 
always  functioned  separately  and  should  continue  to  do  so.   Therefore, 
this  "paper"  Department  will  be  abolished. 

VI.  Bfrnks  and  Consumer  Credit  Administration 

A  change  of  name  from  the  Division  of  Banks  and  Loan  Agencies 
to  the  Banks  and  Consumer  Credit  Administration  will  be  made  to  re- 
flect more  accurately  the  agency's  current  duties  and  responsibilities. 
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The  only  structural  change  to  be  effected  at  this  time  is  the 
abolition  of  the  Small  Loans  Regulatory  Board.   This  Board  is  charged 
with  the  responsibility  of  setting  maximum  interest  rates  on  small 
loans.   In  fact,  however,  the  Board  has  not  met  in  years  and  the 
setting  of  maximum  rates  should  be  a  function  of  the  Banking 
Administrator. 

To  perform  its  present  responsibilities  effectively,  the 
Administration  will  receive  additional  professional  staffing,  particu- 
larly bank  examiners.   The  responsibilities  of  the  Administration 
have  grown  considerably  in  recent  years  without  a  commensurate  growth 
in  staff  capability.   It  has  been  asked  to  monitor  the  activities 
of  collection  agencies,  motor  vehicle  finance  companies,  and  insurance 
premium  finance  companies,  to  administer  the  Truth  in  Lending  Law 
and  to  keep  up  with  the  growth  in  the  number,  size  and  complexity  of 
banks  subject  to  its  jurisdiction.   Implementation  of  the  Re- 
organization Plan  will  enable  the  Banks  and  Consumer  Credit  Adminis- 
tration to  provide  more  effective  protection  for  bank  depositors 
and  others  who  conduct  banking  business  in  the  Commonwealth. 
VII.   Insurance  Administration 

As  with  the  Public  Utilities  Administration,  the  rate 
setting  functions  of  the  Insurance  Administration  will  be  transferred 
to  the  Administrative  Court.   The  Administration  will  be  transformed 
into  a  true  advocate  for  the  consumers'  interests.   The  Administrator 
and  his  staff  will  be  able  to  devote  all  of  their  energies  and  re- 
sources now  expended  in  deciding  rate  questions  to  representing  the 
consumer  effectively  in  proceedings  before  the  new  Court. 
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The  Fraudulent  Claims  Board  will  be  abolished.   The  Board 
is  unproductive  and  overstaffed.   Furthermore,  the  Board's  function 
of  investigating  for  fraud  in  motor  vehicle  insurance  claims  is 
both  inappropriate  and  obsolete.   It  is  inappropriate  since  it  is  a 
function  which  insurance  companies  can  and  should  perform  for  them- 
selves.  Most  importantly,  it  is  obsolete  because  of  the  dramatic 
success  of  no-fault  insurance  in  eliminating  the  major  incentive 
for  fraudulent  claims,  thereby  reducing  claims  and  costs. 

Though  the  entire  cost  of  operating  the  Fraudulent  Claims 
Board  ($650,000)  is  now  borne  by  assessments  on  the  insurance  in- 
dustry, the  abolition  of  the  agency  will  be  tied  to  a  requirement 
that  the  entire  sum  be  passed  along  to  motorists  in  the  form  of  a 
direct  reduction  in  motor  vehicle  insurance  rates  in  future  years. 

The  Board  of  Appeals  on  Motor  Vehicle  Liability  Policies  and 
Bonds  will  also  be  abolished.   Its  jurisdiction  over  appeals  from 
decisions  of  the  Registrar  of  Motor  Vehicles  will  be  transferred  to 
the  Department  of  Public  Safety  since  the  Insurance  Administration 
has  no  logical  role  in  reviewing  decisions  of  the  Registrar.   The 
Board's  jurisdiction  over  appeals  from  cancellation  or  non-renewal 
of  motor  vehicle  insurance  policies  will  be  transferred  directly  to 
the  Insurance  Administrator,  to  be  carried  out  by  single  hearing 
officers  designated  by  him.   This  reform  will  result  in  a  reduction 
in  the  number  of  personnel  necessary  to  process  and  hear  appeals. 

The  practice  of  using  private  accountants  in  the  examination 
of  insurance  companies  will  be  adopted.   The  accountants  will  be 
selected  and  paid  by  the  company,  but  approved  and  supervised  by  the 


. 
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Insurance  Administrator,   This  practice  is  now  extensively  used  in 
the  Savings  Bank  and  Cooperative  Divisions  of  the  Banking  Department 
It  will  permit  a  substantial  reduction  in  the  number  of  state  in- 
surance examiners. 

The  internal  structure  of  the  Insurance  Department  will  be 
simplified  to  accomplish  administrative  efficiencies  and  a  re- 
duction in  personnel.   Administrative  functions  presently  fragmented 
under  the  Deputy  Commissioners  handling  company  complaints  and 
complaints  against  agents  and  brokers  will  be  consolidated  into  the 
Legal  Section,  and  the  functions  of  the  Fraternal  Benefit  Section 
and  Company  Admissions  Section  will  be  merged  into  the  Examination 
Section. 

The  Health,  Welfare  and  Retirement  Trust  Fund  Board  will 
be  abolished  as  an  independent  agency  arid  its  functions  will  be 
integrated  into  the  Insurance  Administration.   The  merger  is  logical 
because  of  the  similarities  and  interrelationships  between  certain 
functions  of  the  Insurance  Administration  (e.g.  auditing  and  ex- 
amining life  insurance  companies, public  retirement  systems  and 
fraternal  benefit  societies)  and  those  of  the  Board  (registering, 
auditing  and  investigating  private  pension  plans).   The  number  of 
personnel  making  up  the  existing  staff  of  the  Board  will  be  reduced 
in  anticipation  of  the  greater  efficiencies  in  administration  and 
the  greater  flexibility  of  personnel  assignment  which  will  result 

■ 

from  the  merger. 

Massachusetts  taxpayers  will  realize  substantial  savings 
from  the  implementation  of  the  Reorganization  Plan  for  the  Insurance 
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Administration.   The  appropriation  for  the  present  Insurance 
Department  for  fiscal  year  1972-1973  was  §3.8  million  and  if  the 
Reorganization  Plan  is  not  implemented,  the  anticipated  appropriation 
for  fiscal  year  1973-1974  will  rise  to  $4,1  million.   The  actual 
budget  request  for  the  Insurance  Administration  for  fiscal  year 
1973-1974,  assuming  favorable  legislative  action  on  the  Reorganization 
Plan,  will  be  $2.7  million,  a  reduction  of  $1.4  million  or  34%. 

It  would  be  most  unfortunate  not  to  achieve  these  savings 
because  they  will  involve  no  sacrifice  whatever  in  the  quality  of 
regulation  of  insurance  companies  operating  in  Massachusetts.   To 
place  this  issue  in  greater  perspective,  it  should  be  pointed  out 
that  Massachusetts  spends  from  two  to  four  times  more  than  other 
states  regulating  the  insurance  industry.   These  operating  excesses 
will  be  reduced  dramatically  through  reorganization. 
VIII.   Savings  Bank  Life  Insurance  Administration. 

The  Mutual  Savings  Banks  of  Massachusetts  under  the  supervision 
of  the  SBLI  Administration  will  continue  to  provide  low-cost  life 
insurance  to  people  who  live  or  work  in  Massachusetts.   The  present 
SBLI  Division  is  a  state  agency  controlled  by  a  Board  of  Trustees 
appointed  by  the  Governor.   During  1972,  the  Legislature  made  the 
agency  fiscally  autonomous  in  the  sense  that  it  will  no  longer  be 
funded  by  the  Commonwealth  but  will  obtain  all  of  its  operating 
funds  directly  from  the  participating  banks.   Since  the  SBLI  program 
now  operates  effectively  at  no  cost  to  the  taxpayers,  no  structural 


reorganization  of  the  SBLI  Administration  is  required. 
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IX.   Alcoholic  Beverages  Control  Commission 

The  ABCC  will  be  abolished.   In  its  present  form,  the 
Commission  has  three  functions:   consumer  protection,  law  enforce- 
ment, and  economic  regulation.   The  consumer  protection  role  which 
includes  controls  on  the  quality  of  alcoholic  beverages  at  the 
retail  level,  enforcement  of  sanitary  standards  in  licensed  premises 
and  prevention  of  price  discrimination  will  be  carried  out  more 
effectively  by  the  Consumer  Products  Administration  and  the  Attorney 
General's  Office.  The  law  enforcement  role  which  concerns  underage 
drinking,  illegal  gambling  and  traffic  in  stolen  liquor  will  be 
better  and  more  safely  handled  by  state  and  local  enforcement 
officials  who  have  the  training  and  authority  to  deal  with  criminal 
activities.   Licensing  of  retail  liquor  establishments  is  primarily 
a  matter  of  local  concern  and  therefore  it  will  be  handled  by  the 
local  licensing  authorities  in  accordance  with  local  zoning  ordinances. 

This  leaves  economic  regulation  which  even  now  comprises 
the  major  activity  of  the  Commission.   The  alcoholic  beverages  in- 
dustry is  a  protected  industry;  that  is,  there  are  laws  which  maintain 
prices  at  artificially  high  levels,  limit  entry  of  competing 
businesses  into  the  market  and  enforce  essentially  private  business 
arrangements  between  segments  of  the  industry  •   This  kind  of  re- 
gulation deprives  the  consumer  of  the  two  major  advantages  of  open 
market  competition:  lower  prices  and  better  services  offered  to 
attract  customers.   The  liquor  industry  reaps  unwarranted  benefits 
through  lack  of  competition,  guaranteed  profit  margins,  and  state 
enforcement  of  credit  laws  which  keep  the  industry  abnormally  stable, 
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all  to  the  detriment  of  consumers. 

Alcoholic  beverages  have  traditionally  been  an  emotional 
subject;  the  feeling  seems  to  exist  that  strict  regulation  of  the 
industry  is  somehow  related  to  controlling  lawlessness  and  excessive 
drinking.   The  former  may  have  been  true  in  the  years  just  after 
repeal  of  prohibition,  but  now  that  distilling  and  sale  of  alcohol 
is  an  established  and  respectable  industry  and  alcoholic  beverages 
have  been  accepted  as  a  more  or  less  normal  commodity,  there  is  no 
compelling  reason  why  the  government  should  give  the  industry 
preferred  treatment  as  compared  with  other  lines  of  retail  business. 

X.  Racing  Commission 

The  Racing  Commission  will  be  transferred  to  the  jurisdiction 
of  the  Department  of  Public  Safety  to  give  the  Commission  a  greater 
law  enforcement  orientation  at  a  time  of  widespread  allegations  and 
suspicions  of  illegal  tampering  with  races  in  Massachusetts  and 
other  states.   The  transfer  will  make  it  possible  to  combine  the 
regulatory  functions  of  the  Racing  Commission  with  the  policing  and 
laboratory  testing  functions  now  located  in  the  Department  of 
Public  Safety. 

XI.  Community  Antenna  Television  Commission 

No  immediate  changes  will  be  made  in  the  status  or  functions 
of  the  infant  CATV  Commission.   At  this  beginning  stage  in  the 
development  of  the  CATV  industry  in  Massachusetts,  the  development 
of  a  regulatory  policy  to  govern  and  guide  the  industry  should  be 
the  responsibility  of  an  autonomous  agency  headed  by  a  relatively 


. 
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large  and  diverse  commission  such  as  the  present  CATV  Commission. 
As  the  industry  matures,  it  may  be  appropriate  to  merge  CATV  re- 
gulation into  the  Public  Utilities  Administration  in  order  to 
achieve  efficiencies  in  the  use  of  resources  and  a  consistent 
utility  regulation  policy. 

XII.  Consumers'  Council 

The  Consumers'  Council  will  continue  to  promote  and  protect 
the  interests  of  Massachusetts  consumers  through  research  and 
educational  programs.   The  Council's  structure  and  composition  will 
remain  unchanged,  as  will  its  role  as  advisor  to  state  legislative 
and  regulatory  bodies  on  consumer  matters.   In  addition,  a  prime 
responsibility  of  the  Council  will  be  to  consult  with  and  advise  the 
Secretary  regularly  on  consumer  problems. 

The  Council  will  no  longer  be  asked  to  assume  the  responsi- 
bility of  formal  intervention  in  rate  and  service  cases  concerning 
consumer  commodities,  since  the  advent  of  the  Administrative  Court 
will  permit  strengthened  state  agencies  such  as  the  Public  Utilities 
Administration  and  the  Insurance  Administration  to  represent  effec- 
tively the  interests  of  the  public  in  those  proceedings. 

XIII.  Division  of  Milk  Control 

The  Division  of  Milk  Control,  the  Milk  Control  Commission, 
and  all  state  laws  and  regulations  relating  to  their  activities 
will  be  abolished.   The  Division  of  Milk  control,  which  is  engaged 
solely  in  maintaining  prices  within  the  milk  industry,  has  exercised 
an  adverse  influence  on  the  price  of  milk  and  on  the  structure  of 
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the  milk  market  in  Massachusetts. 

Milk  is  an  almost  perfectly  homogeneous  commodity  because 
quality  standards  are  established  and  enforced  by  the  Commissioner 
of  Agriculture.   The  Division  of  Milk  Control  establishes  and  main- 
tains artificial  price  levels  for  milk.   Therefore,  competition 
among  milk  dealers  based  on  either  quality  or  price  simply  does 
not  exist.   Without  price  competition,  new  businesses  cannot  enter 
the  market  and  attract  prospective  customers  away  from  established 
businesses.   Consequently,  inefficient  businesses  engaged  in  the 
distribution  and  sale  of  milk  are  protected.   Their  inefficiencies 
and  resultant  increased  costs  are  subsidized  by  the  price  maintenance 
system  administered  by  the  Division  of  Milk  Control  and  by  Massa- 
chusetts consumers  who  are  now  paying  from  25  to  35  percent  more 
for  milk  than  consumers  in  states  where  no  price  controls  are 
imposed. 

There  is  reason  to  believe  that  the  consumption  of  milk  would 
increase,  contributing  to  the  health  of  both  the  public  and  the 
dairy  industry  if  milk  were  sold  at  a  more  attractive  price  in 
Massachusetts.   The  abolition  of  the  Commonwealth's  Milk  control 
Law  will  be  a  large  first  step  in  that  direction. 

Many  functions  of  the  Division  of  Milk  Control  are  being 
carried  on  now  by  other  state  agencies  and  abolition  of  the  Division 
will  eliminate  this  duplication  of  effort.   The  Attorney  General 
enforces  state  laws  against  unfair  trade  practices  aimed  at  re- 
ducing or  destroying  competition;  the  Division  of  Agricultural 
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Regulatory  Services  within  the  Department  of  Environmental  Affairs 
and  the  new  Consumer  Products  Administration  within  the  Department 
of  Consumer  Affairs  establishes  and  enforces  standards  for  the 
quality  and  purity  of  milk;  the  United  States  Department  of 
Agriculture  guarantees  dairy  farmers  a  fair  minimum  price  for  their 
products  in  most  agricultural  regions  of  Massachusetts;  and  the 
University  of  Massachusetts  College  of  Agriculture  examines  and 
certifies  the  competence  of  bulk-tank  drivers  and  butterfat  testers 
who  measure  and  sample  milk  as  it  leaves  the  dairy  farm.   Therefore, 
the  milk  market  will  continue  to  be  adequately  regulated  by  ex- 
isting agencies  after  the  abolition  of  the  Division  of  Milk  Control. 
XIV.   Consumer  Products  Administration 

A  new  Consumer  Products  Administration  will  be  formed  within 
the  Department  of  Consumer  Affairs  by  combining  the  operations  of 
the  Division  of  Standards  with  those  of  the  Division  of  Food  and 
Drugs  now  located  in  the  Department  of  Public  Health.   The  new 
Consumer  Products  Administration  will  also  assume  from  the  Alcoholic 
Beverages  Control  Commission  the  duties  of  inspecting  alcoholic 
beverages  for  quality.   This  consolidation  of  functions  will  eliminate 
unjustified  duplication  of  effort  and  provide  increased  efficiency 
by  combining  within  one  agency  similar  functions  (on-the-road 
inspection  activities  coupled  with  laboratory  analyses).   For  ex- 
ample, the  Division  of  Standards  and  the  Division  of  Food  and  Drugs 
both  inspect  retail  food  stores  and  pharmacies  and  both  have  re- 
sponsibilities for  pre-packaged  food  and  milk.   The  Reorganization  Plan 
combines  their  resources  and  capabilities  to  carry  out  those  re- 


-32- 

sponsibilities  more  effectively  and  efficiently. 

Furthermore,  since  the  Division  of  Food  and  Drugs  is  now 
submerged  in  the  Department  of  Public  Health  where  the  often  more 
serious  problems  of  medical  care  tend  to  take  precedence  over  the 
more  routine  problems  of  consumer  protection,  greater  attention 
will  be  paid  to  consumer  problems  in  the  food  and  drug  field  when 
the  Division  becomes  autonomous  as  the  Consumer  Products  Adminis- 
tration within  the  Department  of  Consumer  Affairs. 
XV.   Office  of  the  Secretary  of  Consumer  Affairs 

Chapter  704  of  the  Acts  of  1969  mandated  that  the  Office  of 
the  Secretary  should  be  a  planning  and  budgetary  reviewing  agency 
during  Phase  I  of  reorganization.   The  Office  has  expended  most  of 
its  efforts  toward  those  ends  during  the  past  eighteen  months. 
However,  it  has  also  established  and  operated  a  Complaint  and 
Inquiry  Section  to  assist  consumers  who  had  experienced  problems 
in  dealing  with  regulated  industries.   For  Phase  II,  the  Office  of 
the  Secretary  will  be  expanded  to  handle  three  major  functions: 
1)   Supervision  of  the  Consumer  Affairs  Agencies 

The  Office  of  the  Secretary  will  be  charged  with  the  responsi- 
bility for  directing  and  supervising  the  activities  of  all  agencies 
within  the  Department  of  consumer  Affairs.   The  Secretary  will  be 
vested  with  power  to  make  rules  and  regulations,  to  approve  (or 
disapprove)  all  budget  and  personnel  actions,  to  set  overall  con- 
sumer affairs  policy,  and  to  direct  all  activities  of  the  agencies 
with  a  view  toward  effectiveness  and  efficiency. 

As  a  result,  the  Secretary  will  become  the  single  visible 
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public  official  responsible  for  overall  consumer  affairs  policy 
and  the  performance  of  all  agencies  within  the  Department  of 
Consumer  Affairs.   He  will  establish  and  continuously  update  the 
Commonwealth's  consumer  protection  policy;  he  will  set  priorities 
on  consumer  programs  and  allocate  the  agencies  *  resources  to  handle 
them  properly;  he  will  carry  out  the  mandates  of  the  Legislature, 
As  the  Secretary  and  his  policies  and  programs  will  be  visible  to 
all,  they  will  be  analyzed  regularly.   If  the  Secretary  fails  to 
do  the  job,  his  failure  also  will  be  visible  and  he  will  be  held 
accountable. 

2 )  Operation  of  a  Complaint  and  Inquiry  Section 

The  Complaint  and  Inquiry  Section  of  the  Office  of  the 
Secretary  will  be  continued.   This  operation  was  necessitated  by 
calls  from  citizens  who  had  various  types  of  consumer  complaints. 
It  has  been  used  to  identify  various  problem  areas  and  agencies  by 
analyzing  data  collected  by  the  complaint  center. 

3 )  Establishment  and  Operation  of  a  Consumer  Affairs  Strike  Force 

To  give  the  Secretary  of  Consumer  Affairs  a  strong  tool  to 
carry  out  his  responsibilities,  a  Strike  Force  will  be  established 
consisting  of  investigators  with  special  talents  and  experience  in 
all  business  areas  which  the  Department  regulates.   The  Strike  Force 
will  enable  the  Secretary  to  carry  out  effectively  the  following 
responsibilities: 

-  Assisting  the  Consumer  Affairs  agencies  when  they  are 
confronted  by  special  or  unusual  problems.   For  example,  the 
Secretary  would  be  able  to  assist  in  situations  such  as  the  Surety 
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Bank  disaster  or  the  closing  of  the  Peyser  Insurance  Agency; 

-  Conducting  continuing  efficiency  and  effectiveness 
studies  of  Consumer  Affairs  agencies  and  employees.   The  Strike 
Force  will  be  able  to  assist  the  Administrators  in  establishing 
performance  standards  for  agency  employees  so  that  the  Secretary 
will  be  able  to  competently  evaluate  the  activities  of  his  agencies; 

-  Investigating  areas  of  potential  corruption  among  re- 
gulated industries  and  regulatory  agencies  and  employees.   For  ex- 
ample, the  Strike  Force  will  make  studies  of  agencies  for  potential 
or  actual  bribes  and  to  insure  that  official  reports  are  correct 
and  accurate.   This  activity  will  help  to  insure  citizen  confidence 
in  the  regulatory  process; 

-  Analyzing  areas  not  now  regulated.   The  Strike  Force 
will  be  able  to  perform  research  in  areas  of  consumer  concern  with 
the  objective  of  making  recommendations   for  both  legislation  and 
regulation.   An  example  of  this  type  of  activity  would  be  research 
into  the  automotive  repair  industry  to  document  the  need  for  new 
legislation. 

Thus,  upon  implementation  of  the  Reorganization  Plan,  the 
Office  of  the  Secretary  of  Consumer  Affairs  will  become  a  line 
agency,  responsible  for  policy  making  and  fiscal  control  in 
carrying  out  the  objectives  and  aspirations  of  reorganization. 
XVI.   Postscript 

The  benefits  of  the  Reorganization  Plan  developed  by  the 
Secretary  of  Consumer  Affairs  for  the  various  agencies  within  the 
Department  of  Consumer  Affairs  are  real  and  substantial.   Duplication 


-35- 

and  waste  is  eliminated  by  consolidating  agencies;  outmoded 
activities  and  activities  which  fail  to  promote  consumer  interests 
are  abolished;  and  the  remaining  revitalized  agencies  are  more 
effective  in  carrying  out  their  statutory  responsibilities  and 
more  responsive  to  the  needs  and  desires  of  Massachusetts  consumers. 
And  these  benefits  can  be  realized  while  saving  substantial  money 
for  the  heavily  burdened  taxpayers  of  Massachusetts. 

The  Commonwealth  simply  cannot  afford  not  to  implement 
Phase  II  of  the  plan  to  reorganize  its   State  Government.   The 
benefits  of  the  Reorganization  Plan  are  now  evident  to  the  people 
of  Massachusetts  who  expect  them  to  be  achieved.   The  responsibility 
upon  all  persons  in  state  service  -  administrators  and  legislators 
alike  -  is  great.   We  are  responsible  to  the  people  and  we  will  be 
held  accountable  by  the  people  if  we  fail.   We  must  not  faill 
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Appendix  C 


AGENCIES  ABOLISHED  WITHIN  THE 
DEPARTMENT  OF  CONSUMER  AFFAIRS 


I.    Agencies  and  functions  abolished: 

(1)  Alcoholic  Beverages  Control  Commission 

(2)  Division  of  Milk  Control  and  Milk  Control  Commission 

(3)  Board  of  Registration  of  Landscape  Architects 

(4)  Board  of  Certification  of  Health  Officers 

(5)  Fraudulent  Claims  Board 


Agencies  Abolished  and  Functions  Transferred  to  the 
Registration  and  Licensing  Administration: 


(1 
(2 

(3 
(4 
(5 
(6 

(7 

(8 

(9 

(10 

(11 
(12 
(13 
(14 
(15 
(16 
(17 
(18 
(19 


(20) 


Board  of  Registration  in  Optometry 

Board  of  Registration  in  Embalming  and  Funeral  Directing 

Board  of  Public  Accountancy 

State  Examiners  of  Plumbers 

Board  of  Registration  of  Hairdressers 

Board  of  Registration  of  Professional  Engineers  and 

Land  Surveyors 
Board  of  Registration  of  Sanitarians 
Board  of  Registration  of  Electrologists 
Board  of  Registration  of  Chiropractors 
Board  of  Certification  of  Operators  of  Drinking  Water 

Supply  Facilities 
Board  of  Registration  in  Veterinary  Medicine 
State  Examiners  of  Electricians 
Board  of  Registration  of  Barbers 
Board  of  Registration  of  Architects 
Board  of  Registration  of  Dispensing  Opticians 
Board  of  Registration  of  Real  Estate  Brokers  and  Salesmen 
Board  of  Registration  of  Radio  and  Television  Technicians 
Board  of  Registration  in  Podiatry 
Board  of  Certification  of  Operators  of  Waste  Water  Treatment 

Facilities 
Gas  Fittings  Regulation  Board 


III.  Agencies  Abolished  and  Functions  Transferred  to  the  Banking 
and  Consumer  Credit  Administration: 

(1)  Small  Loans  Regulatory  Board 


IV.  Agencies  Abolished  and  Functions  Transferred  to  the 

Insurance  Administration: 

(1)  Health,  Welfare,  and  Retirement  Trust  Fund  Board 

V.  Agency  Functions  Transferred  to  the  Department  of  Human 

Services: 

(1)  Board  of  Registration  in  Medicine 

(2)  Board  of  Registration  of  Psychologists 

(3)  Board  of  Registration  of  Nursing  Home  Administrators 

(4)  Board  of  Dental  Examiners 

(5)  Board  of  Registration  in  Nursing 

(6)  Board  of  Registration  in  Pharmacy 

VI.  Agencies  Abolished  and  Functions  Transferred  to  the  Department 

of  Public  Safety:. 

(1)  Board  of  Appeals  on  Motor  Vehicle  Liability  Policies  and 
Bonds 
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OPERATING  COSTS  PAID  BY  STATE  TAX  REVENUES 
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Appendix  G 
ADMINISTRATIVE  COURT i   ORIGINAL  JURISDICTION 

I.  Rates 

A.  Insurance 

1.  Automobile  Insurance 

a.  Compulsory:   establishment  (175  s.  113B) 

b.  "Mary  Newman"  additional  coverage:   establishment 
(175  s.  113C) 

c.  Excess  limits:   disapproval  (175A  s.  7) 

2.  Other  Casualty  Rates 
Disapproval  (174A  s.  7;  175A  s.  7) 

B.  Public  Utilities 

1.  Telephone:   approval  or  disapproval  or  modification 
(159  s.  20) 

2.  Gas  and  electric:   approval  or  disapproval  or  modification 
(164  s.  93  &  94) 

3.  Private  water  companies  (165  s.  2A) 

4.  Telegraph  (159  s.  20) 

5.  CATV:   establishment  (166A  s.  15) 

II.  Administrative  Disciplinary  Proceedings 

A.   Licenses  -  Suspension,  revocation  and  nonrenewal  of  the 
following  licenses. 

1.   Insurance 

a.  Foreign  and  alien  insurance  companies  (175  s.  5;  174A  s. 
17;  175A  s.  17) 

b.  Domestic  insurance  companies  (174A  s.  17;  175A  s.  17 
(suspension) 

c.  Motor  vehicle  damage  appraisers  (175  s.  113M) 

d.  Insurance  agents  (175  s.  163,  173,  174) 

e.  Agents  for  fraternal  benefit  societies  (176,  35) 

f .  Agents  for  Blue  Cross  (176A,  25) 

g.  Insurance  brokers  (176  s.  166,  167,  173,  174) 
h.   Special  brokers  (175  s.  168,  173,  174) 

i.   Fire  adjusters  (175  s.  172,  173,  174) 

j.   Insurance  advisers  (175  s.  177B) 

k.   Insurance  rating  bureaus  (174A  s.  8(a),  17;  175A  s.  8(a), 

17) 
1.   Foreign  or  alien  fraternals  (176  s.  34) 


Appendix  H 


ADMINISTRATIVE  COURT »   ANTICIPATED  ANNUAL  BUSINESS 


Agency  and  Type 
of  Proceeding 


Number  of 
Proceedings 


Average  time  (hours) 
Pre-  Post-     Total 

Hearing  Hearing  Hearing    Time 


1.  insurance 

a.  Rates 

(1)  Auto   Insurance 

(2)  Workmen's   Comp. 

(3)  Fire 

(4)  Homeowners 

(5)  Other  Casualty 

b.  License  Susp.,  Rev. 

c.  Unfair  claim  prac- 
tices 

2.  Banking 

a.   License  susp.,  rev., 
non-ren. 

3.  Registration 

a.   License  susp.,  rev., 
non-ren. 

4.  D.P.U. 

a.   Rates 

(1)  Telephone 

(2)  Gas 

(3)  Electric 

(4)  Water 


1 

5 

60 

75 

140 

1 

2 

10 

25 

37 

h 

2 

12 

45 

30 

h 

2 

12 

45 

30 

h 

2 

12 

45 

30 

70 

0 

3 

3 

420 

24 

0 

3 

3 

144 

8 


100 


48 


600 


1 

6 

100 

40 

146 

10 

3 

20 

15 

380 

6 

3 

25 

15 

258 

18 

2 

10 

6 

324 

GRAND  TOTALS 


241*5 


2,587 


2,587  hours   =   1.9  man  years 


2.  Public  Utilities 

CATV    (166A   s.    14    (par.    4) 

3.  Registration 

All  licenses  of  professions,  occupations,  businesses 
and  schools. 

4 .  Banks 

a.  Small  loan  companies  (140  s.  103) 

b.  Finance  companies  (255B  s.  8;  255C  s.  5;  255D  s.  8) 

c.  Collection  agencies  (93  s.  24C) 

B.  Orders 

1.  Insurance 

a.  Anticompetitive  interlocking  directorates  (cease  and 
desist)  (175  s.  193C) 

b.  Anticompetitive  acquisition  of  stock  of  other  insurer 

(cease  and  desist)  175  s.  193D) 

c.  Unfair  and  deceptive  trade  practice  (cease  and  desist) 

(176D  s.  6-8) 

d.  Improper  or  anticompetitive  co-operation  activities 
among  rating  bureaus  and/or  insurers  (cease  and  desist) 
(174A  s.  8(d);  175A  s.  8(d)  ) 

e.  Anticompetitive  actions  of  advisory  organizations, 
insurers,  or  joint  reinsurers  in  distribution  or  use 

of  rating  information  (cease  and  desist)  (174A  s.  12(c), 
(d) ,  13;  175A  s.  12(c),  (d) ,  13) 

f.  Unfair  practices  by  insurers  under  automobile  insurance 
assigned  risk  plan  (cease  and  desist)  175  s.  113H) 

2.  Banking 

a.   Improper  conduct  of  bank  official  (order  removal) 
(167  s.  5) 

C.  Other 

1.   Insurance 

Withdrawal  of  approval  of  insurance  policy  forms  (175  s. 
193H) 


APPENDIX  I 


PROFESSIONS  AND  OCCUPATIONS  REGULATED  BY 
DIVISION  OF  REGISTRATION  AS  OF  JANUARY  1,  197  3 


ACCOUNTANTS 


NURSING  HOME  ADMINISTRATORS 


ARCHITECTS 


NURSES 


BARBERS 


OPTOMETRISTS 


CHIROPRACTORS 


PHARMACISTS 


DENTAL  EXAMINERS 


PHYSICIANS  .AND  PHYSICAL  THERAPISTS 


DISPENSING  OPTICIANS 


PLUMBERS 


DRINKING  WATER  SUPPLY  OPERATORS 


PODIATRISTS 


ELECTRICIANS 


PSYCHOLOGISTS 


ELECTROLOGISTS 


RADIO  -  TV  TECHNICIANS 


EMBALMERS  &  FUNERAL  DIRECTORS 


REAL  ESTATE  BROKERS  AND  SALESMEN 


ENGINEERS 


SANITARIANS 


HAIRDRESSERS 


VETERINARIANS 


HEALTH  OFFICERS 


WASTE  WATER  TREATMENT  OPERATORS 


LANDSCAPE  ARCHITECTS 


Publication  #  6525  (48-500-1-73-CR) 

Approved  by  Alfred  C.  Holland,  State  Purchasing  Agent 
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